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Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended: September 30, 2008

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from ____________ to ____________

Commission File No.000-51338

PARKE BANCORP, INC.
(Exact name of registrant as specified in its charter)

New Jersey 65-1241959
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer Identification No.)

601 Delsea Drive, Washington Township, New Jersey 08080
(Address of principal executive offices) (Zip Code)

856-256-2500
(Registrant’s telephone number, including area code)

N/A
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
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Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a
smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer”, and “smaller reporting company”
in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer o Non-accelerated filer o Smaller reporting company x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yeso No x

APPLICABLE ONLY TO CORPORATE ISSUERS

As of November 12, 2008, there were issued and outstanding 3,901,275 shares of the registrant’s common stock.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Parke Bancorp, Inc. and Subsidiaries

Consolidated Balance Sheets

(Unaudited)

September 30, December 31,
2008 2007
(Amounts in thousands, except share data)

Assets

Cash and due from banks $ 5,203 $ 4,624
Federal funds sold and cash equivalents 493 4,554
Total cash and cash equivalents 5,696 9,178

Investment securities available for sale, at fair value 34,343 29,782
Investment securities held to maturity, at amortized cost
(fair value 2008 - $2,196; 2007 - $2,410) 2,475 2,456
Total investment securities 36,818 32,238

Restricted stock, at cost 2,643 1,473

Loans 509,098 408,389
Less: allowance for loan losses (7,233 ) (5,706 )
Total net loans 501,865 402,683

Bank owned life insurance 4,958 4,815
Bank premises and equipment, net 3,065 3,217
Accrued interest receivable 2,844 2,633
Other assets 6,621 4,558

Total assets $ 564,510 $ 460,795

See Notes to Consolidated Financial Statements

(Continued)
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Parke Bancorp, Inc. and Subsidiaries

Consolidated Balance Sheets

(Unaudited)

September 30, December 31,
2008 2007
(Amounts in thousands, except per share data)

Liabilities and Shareholders' Equity

Liabilities
Deposits
Noninterest-bearing demand $ 24,169 $ 17,869
Interest-bearing 434,099 361,611
Total deposits 458,268 379,480

Federal Home Loan Bank borrowings 39,873 21,919
Other borrowed funds 10,000 5,000
Subordinated debentures 13,403 13,403
Accrued interest payable 1,858 1,991
Other accrued liabilities 2,583 2,585
Total liabilities 525,985 424,378

Commitments and Contingencies (Note 1)

Shareholders' Equity
Preferred stock,
1,000,000 shares authorized; no shares issued and outstanding — —
Common stock,
$.10 par value, 10,000,000 shares authorized; 3,895,274 and
3,246,035 shares issued at September 30, 2008 and
December 31, 2007, respectively 389 325
Additional paid-in capital 34,453 26,804
Retained earnings 7,996 11,897
Treasury stock (126,570 shares in at September 30, 2008 and 110,061 shares
at December 31, 2007), at cost (1,819 ) (1,819 )
Accumulated other comprehensive loss (2,494 ) (790 )
Total shareholders' equity 38,525 36,417

Total liabilities and shareholders' equity $ 564,510 $ 460,795

See Notes to Consolidated Financial Statements.

- 2 -
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Parke Bancorp, Inc. and Subsidiaries

Consolidated Statements of Income

(Unaudited)

For the nine months ended For the three months ended
September 30, September 30,
2008 2007 2008 200
(Amounts in thousands,
except share data (Amounts in thousands, except share data

Interest and Dividend Income
Interest and fees on loans $ 25,184 $ 23,116 $ 8,658 $ 8,459
Interest and dividends on securities 1,710 1,240 575 452
Interest on federal funds sold and
cash equivalents 197 184 22 52
Total interest and dividend
income 27,091 24,540 9,255 8,963

Interest Expense
Interest on deposits 12,765 11,232 4,046 3,979
Interest on borrowings 1,684 1,566 621 575
Total interest expense 14,449 12,798 4,667 4,554

Net interest income 12,642 11,742 4,588 4,409

Provision for Loan Losses 1,519 896 595 186
Net interest income after provision
for loan losses 11,123 10,846 3,993 4,223

Noninterest Income (Loss)
Loan fees 393 166 146 63
Gain on sale of other real
estate owned     — — — —
Bank owned life insurance income 143 136 49 47
Service charges on deposit
accounts 142 115 54 38
Net (loss) on the sale of securities — (15 ) — —
Other than temporary decline in
value of investments (947 ) — (459 ) —
Gain on sale of other real estate
owned — 205 —
Other miscellaneous fee income 70 440 19 29
Total noninterest income (loss) (199 ) 1,047 (191 ) 177

Noninterest Expense
Compensation and benefits 2,534 2,339 800 853
Professional services 612 494 204 194
Occupancy and equipment 555 560 193 188
Directors fees 211 160 60 53
Data processing 214 293 74 99

188 216 75 75
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Marketing and business
development
FDIC insurance 178 70 65 53
Loss on write down of foreclosed
asset 238 — 163 —
Other operating expenses 560 538 218 202
Total noninterest expense 5,290 4,670 1,852 1,717

Income Before Income Tax
Expense 5,634 7,223 1,950 2,683

Income Tax Expense 2,260 2,836 877 1,055

Net income $ 3,374 $ 4,387 $ 1,073 $ 1,628

Net Income Per Common Share:
Basic $ 0.90 $ 1.21 $ 0.29 $ 0.45
Diluted $ 0.82 $ 1.06 $ 0.27 $ 0.39

Weighted Average Shares
Outstanding:
Basic 3,732,464 3,627,463 3,760,695 3,634,060
Diluted 4,114,351 4,144,797 4,028,033 4,149,983

See Notes to Consolidated Financial Statements

- 3 -
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Parke Bancorp, Inc. and Subsidiaries
Consolidated Statements of Shareholders’ Equity
For the Nine Months Ended September 30, 2008 and 2007
(Unaudited)

Accumulated

Additional Other Total

Common Paid-In Retained ComprehensiveTreasury Shareholders’

Stock Capital Earnings
Income
(Loss) Stock Equity

(Amounts in thousands)

Balance, December 31, 2006 $288 $21,153 $10,848 $ (420 ) $(1,160 ) $ 30,709
Stock options and warrants exercised 7 496 — — — 503
Stock compensation — 25 — — — 25
10% common stock dividend 29 4,769 (4,798 ) — — —
Cash dividends-cash in lieu of stock dividend (4 ) (4 )
Treasury stock purchased (20,850 shares) — — — — (345 ) (345 )
Comprehensive income
Net income — — 4,387 — — 4,387
Change in net unrealized loss on securities available for sale,
net of tax — — — (87 ) — (87 )
Pension liability adjustments, net of tax — — — 14 — 14
Total comprehensive income 4,314

Balance, September 30, 2007 $324 $26,443 $10,433 $ (493 ) $(1,505 ) $ 35,202

Balance, December 31, 2007 $325 $26,804 $11,897 $ (790 ) $(1,819 ) $ 36,417
Stock options and warrants exercised 16 443 — — 459
Stock compensation — (17 ) — — — (17 )
15% common stock dividend 48 7,223 (7,271 ) — — —
Cash dividends-cash in lieu of stock dividend (4 ) (4 )
Comprehensive income
Net income — — 3,374 — — 3,374
Change in net unrealized loss on securities available for sale,
net of tax — — — (1,727 ) — (1,727 )
Pension liability adjustments, net of tax — — — 23 — 23
Total comprehensive income 1,670

Balance, September 30, 2008 $389 $34,453 $7,996 $ (2,494 ) $(1,819 ) $ 38,525

See Notes to Consolidated Financial Statements.

- 4 -
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Parke Bancorp, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

(Unaudited)

For the nine months ended
September 30,
2008 2007
(Amounts in thousands)

Cash Flows from Operating Activities
Net income $ 3,374 $ 4,387
Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation and amortization 228 228
Provision for loan losses 1,519 896
Stock compensation (16 ) 25
Bank owned life insurance (143 ) (136 )
Supplemental executive retirement plan 245 194
Loss on write down of foreclosed asset 238 —
Other than temporary decline in value of investments 947 —
Realized losses on sales of securities — 15
Net accretion of purchase premiums and discounts on securities (88 ) (46 )
Deferred income tax benefit     — —
Changes in operating assets and liabilities:
(Increase) decrease in accrued interest receivable and other assets (1,338 ) 477
Decrease in accrued interest payable and other accrued liabilities (380 ) (827 )
Net cash provided by operating activities 4,586 5,213

Cash Flows from Investing Activities

Purchases of investment securities held to maturity     — —
Purchases of investment securities available for sale (13,947 ) (9,649 )
Purchases of restricted stock (1,170 ) (381 )
Proceeds from sales of investment securities available for sale — 985
Proceeds from maturities of investment securities available for sale 3,500 2,050
Principal payments on mortgage-backed securities 2,130 1,350
Investment in trust preferred stock     — —
Proceeds from sale of other real estate owned     — —
Net increase in loans (100,701 ) (75,683 )
Purchases of bank premises and equipment (76 ) (37 )
Net cash used in investing activities (110,264 ) (81,365 )

Cash Flows from Financing Activities
Proceeds from exercise of stock options and warrants 459 503
Purchase of treasury stock — (345 )
Cash dividends paid (4 ) (4 )
Net increase in short term borrowings 13,050 6,400
Proceeds from Federal Home Loan Bank advances 10,000 4,966
Payments of Federal Home Loan Bank advances (97 ) (102 )
Net (decrease) increase in other short term borrowings     — —
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Proceeds from other long term borrowings     —
Proceeds from issuance of subordinated debentures — 3,000
Net increase in noninterest-bearing deposits 6,300 5,527
Net increase in interest-bearing deposits 72,488 57,297
Net cash provided by financing activities 102,196 77,242
(Decrease) increase in cash and cash equivalents (3,482 ) 1,090

Cash and Cash Equivalents, January 1, 9,178 11,261
Cash and Cash Equivalents, September 30, $ 5,696 $ 12,351

Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for:
Interest on deposits and borrowed funds $ 14,582 $ 12,610
Income taxes $ 3,003 $ 3,613

See Notes to Consolidated Financial Statements

- 5 -
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NOTE 1. GENERAL

Business

Parke Bancorp, Inc. (“Parke Bancorp” or the “Company”) is a bank holding company incorporated under the laws of the State of New Jersey in
January 2005 for the sole purpose of becoming the holding company of Parke Bank (the “Bank”).

The Bank is a commercial bank which commenced operations on January 28, 1999. The Bank is chartered by the New Jersey Department of
Banking and insured by the Federal Deposit Insurance Corporation (“FDIC”). Parke Bancorp and the Bank maintain their principal offices at 601
Delsea Drive, Washington Township, New Jersey. The Bank also conducts business through branches in Northfield and Washington Township,
New Jersey and Philadelphia, Pennsylvania and has a loan production office in Havertown, Pennsylvania.

Financial Statements

The accompanying financial statements as of September 30, 2008 and for the three and nine month periods ended September 30, 2008 and 2007
included herein have not been audited. Certain information and footnote disclosures normally included in financial statements prepared in
accordance with accounting principles generally accepted in the United States of America (“GAAP”) have been condensed or omitted; therefore,
these financial statements should be read in conjunction with the Company’s audited financial statements and the notes thereto included in the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2007, as filed with the SEC. The accompanying financial
statements reflect all adjustments, which are, in the opinion of management, necessary to present a fair statement of the results for the interim
periods presented. Such adjustments are of a normal recurring nature. The results for the three and nine months ended September 30, 2008 are
not necessarily indicative of the results that may be expected for the year ending December 31, 2008 or any other periods.

Basis of Financial Statement Presentation

The financial statements include the accounts of Parke Bancorp, Inc. and its wholly owned subsidiaries, Parke Bank, Parke Capital Markets,
Farm Folly LLC and Taylor Glen LLC. Parke Capital Trust I, Parke Capital Trust II and Parke Capital Trust III are wholly-owned subsidiaries
but are not consolidated because they do not meet the consolidation requirements. All significant inter-company balances and transactions have
been eliminated. Such statements have been prepared in accordance with GAAP and general practice within the banking industry.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from such estimates.
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PARKE BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Investments

The Company has identified investment securities that will be held for indefinite periods of time, including securities that will be used as a part
of the Bank’s asset/liability management strategy and may be sold in response to changes in interest rates, prepayments and similar factors. These
securities are classified as “available-for-sale” and are carried at fair value, with temporary unrealized gains or losses reported as a separate
component of accumulated other comprehensive income (losses), net of the related income tax effect. Declines in the fair value of the individual
available-for-sale securities below their cost that are other than temporary have resulted in write downs of the individual securities to their fair
value and are included in non-interest income in the consolidated statements of operations. Factors affecting the determination of whether an
other-than-temporary impairment has occurred include a downgrading of the security by a rating agency, a significant deterioration in the
financial condition of the issuer, or that the Company would not have the intent and ability to hold a security for a period of time sufficient to
allow for any anticipated recovery in fair value.

The Company owns $1 million combined par value of preferred stock issued by the government sponsored enterprises (GSEs) known as Fannie
Mae and Freddie Mac. The Congressional approval of the Housing and Economic Recovery Act of 2008, and the subsequent takeover by the
government of the two GSEs has resulted in a significant devaluation of the GSEs’ perpetual preferred stock. Consequently, the Company
recorded $947,000 in other-than-temporary impairment charges as of September 30, 2008.

Commitments

In the general course of business, there are various outstanding commitments to extend credit, such as letters of credit and un-advanced loan
commitments, which are not reflected in the accompanying financial statements. Management does not anticipate any material losses as a result
of these commitments.

Contingencies

The Company is from time to time a party to routine litigation in the normal course of its business. Management does not believe that the
resolution of this litigation will have a material adverse effect on the financial condition or results of operations of the Company. However, the
ultimate outcome of any such litigation, as with litigation generally, is inherently uncertain and it is possible that some litigation matters may be
resolved adversely to the Company.

NOTE 2. EARNINGS PER SHARE
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Basic earnings per share is computed by dividing income available to holders of common stock (the numerator) by the weighted average number
of common shares outstanding (the denominator) during the period. Shares issued during the period are weighted for the portion of the period
that they were outstanding. The weighted average number of common shares outstanding for the three months ended September 30, 2008 and
2007 was 3,760,695 and 3,634,060 respectively, and for the nine months ended September 30, 2008 and 2007 was 3,732,464 and 3,627,463
respectively.

Diluted earnings per share are similar to the computation of basic earnings per share except that the denominator is increased to include the
number of additional common shares that would have been outstanding if the dilutive effect of options and warrants outstanding had been
exercised. The assumed conversion of dilutive options and warrants resulted in 267,338 and 515,923 additional shares for the

- 7 -
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PARKE BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

three months ended September 30, 2008 and 2007, respectively, and for the nine months ended September 30, 2008 and 2007 was 381,887 and
517,334, respectively.

Both basic and diluted earnings per share calculations give retroactive effect to stock dividends declared, including the most recent 15% stock
dividend that was effective April 18, 2008.

NOTE 3. STOCK COMPENSATION

Effective January 1, 2006, the Company adopted Financial Accounting Standards Board (“FASB”) Statement of Financial Accounting Standards
No. 123R Share-Based Payment (Revised 2004) (“SFAS 123R”).

The Company uses the Black-Scholes option pricing model to estimate the fair value of stock-based awards effective January 1, 2006. No
options were granted in 2008 or 2007.

As of September 30, 2008 and December 31, 2007, there were 6,325 and 11,385 unvested options, respectively, after adjusting for the stock
dividend in April 2008. Compensation cost, adjusted for forfeiture in the third quarter of 2008, resulted in lowering total compensation cost by
approximately $40,000. Hence, unrecognized compensation cost as of September 30, 2008 was approximately $20,000, compared with $73,000
as of September 30, 2007, and is expected to be recognized over a weighted average period of 1.08 years.
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PARKE BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

NOTE 4. LOANS

The portfolio of the loans outstanding consists of:

September 30, 2008 December 31, 2007
Percentage of Percentage of

Amount Gross Loans Amount Gross Loans
(Amounts in thousands)

Commercial $ 15,110 3.0 % $ 14,899 3.7 %
Real estate construction
Residential 5,695 1.1 2,091 0.5
Commercial 118,058 23.2 106,320 26.0
Real estate mortgage
Residential 34,029 6.7 24,488 6.0
Commercial 314,896 61.8 242,668 59.4
Consumer 21,310 4.2 17,923 4.4
Total Loans $ 509,098 100.0 % $ 408,389 100.0 %

At September 30, 2008, the $118.1 million reported for commercial real estate construction included $80.0 million in outstandings to
commercial borrowers for the purpose of building one-to-four family houses. At December 31, 2007, the $106.3 million reported for commercial
real estate construction included $76.6 million in outstandings to commercial borrowers for the purpose of building one-to-four family houses.

At September 30, 2008 the Company had loans with balances totaling $685,000 on non-accrual. At December 31, 2007 loan balances on
non-accrual were $805,000. Loans with interest past due 30 days or more and still accruing totaled $1.1 million at September 30, 2008 compared
to $1.3 million at December 31, 2007. The Company maintains interest reserves for the purpose of making periodic and timely interest payments
for borrowers that qualify. Total loans with interest reserves were $149.1 million and $110.5 million at September 30, 2008 and December 31,
2007 respectively. Management on a monthly basis reviews loans with interest reserves to assess current and projected performance.

NOTE 5. REGULATORY RESTRICTIONS
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The Company and the Bank are subject to various regulatory capital requirements of federal and state banking agencies. Failure to meet
minimum capital requirements can initiate certain mandatory and possibly additional discretionary actions by regulators that, if undertaken,
could have a direct material effect on the Company’s financial statements. Under capital adequacy guidelines and the regulatory framework for
prompt corrective action, the Company and the Bank must meet specific capital guidelines that involve quantitative measures of assets,
liabilities, and certain off-balance sheet items as calculated under regulatory accounting practices. The Company and the Bank’s capital amounts
and classification are also subject to qualitative judgments by the regulators about components, risk weightings, and other factors. Prompt
corrective actions are not applicable to bank holding companies.

Quantitative measures established by regulation to ensure capital adequacy require the Company and the Bank to maintain minimum amounts
and ratios (set forth in the following table) of total and Tier I capital (as defined in the regulations) to risk-weighted assets (as defined), and of
Tier I capital (as defined) to average assets (as defined).

- 9 -
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PARKE BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Regulatory Guidelines
Actual Minimum Adequacy To Be Well-Capitalized

Parke Bancorp, Inc. Amount Ratio Amount Ratio Amount Ratio

As of September 30, 2008
(Amounts in thousands)

Total Risk Based Capital $ 61,215 11.3 % $ 43,435 8 % N/A N/A
(to Risk Weighted Assets)

Tier I Capital $ 54,422 10.0 % $ 21,718 4 % N/A N/A
(to Risk Weighted Assets)

Tier I Capital $ 54,422 9.9 % $ 22,055 4 % N/A N/A
(to Average Assets)

Regulatory Guidelines
Actual Minimum Adequacy To Be Well-Capitalized

Parke Bancorp, Inc. Amount Ratio Amount Ratio Amount Ratio

As of December 31, 2007
(Amounts in thousands)

Total Risk Based Capital $ 55,198 12.3 % $ 35,916 8 % N/A N/A
(to Risk Weighted Assets)

Tier I Capital $ 49,590 11.1 % $ 17,958 4 % N/A N/A
(to Risk Weighted Assets)

Tier I Capital $ 49,590 11.1 % $ 17,872 4 % N/A N/A
(to Average Assets)
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Regulatory Guidelines
Actual Minimum Adequacy To Be Well-Capitalized

Parke Bank Amount Ratio Amount Ratio Amount Ratio

As of September 30, 2008
(Amounts in thousands)

Total Risk Based Capital $ 60,568 11.2 % $ 43,435 8 % $ 54,294 10%
(to Risk Weighted Assets)

Tier I Capital $ 53,793 9.9 % $ 21,718 4 % $ 32,576 6%
(to Risk Weighted Assets)

Tier I Capital $ 53,793 9.8 % $ 22,007 4 % $ 27,508 5%
(to Average Assets)

- 10 -
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PARKE BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Regulatory Guidelines
Actual Minimum Adequacy To Be Well-Capitalized

Parke Bank Amount Ratio Amount Ratio Amount Ratio

As of December 31, 2007
(Amounts in thousands)

Total Risk Based Capital $ 55,583 12.4 % $ 35,885 8 % $ 44,856 10%
(to Risk Weighted Assets)

Tier I Capital $ 49,975 11.1 % $ 17,942 4 % $ 26,913 6%
(to Risk Weighted Assets)

Tier I Capital $ 49,975 11.2 % $ 17,867 4 % $ 22,334 5%
(to Average Assets)

Management believes, as of September 30, 2008 and December 31, 2007, that the Company and the Bank met all capital adequacy requirements
to which they are subject.

NOTE 6. SUBORDINATED DEBENTURES

On June 21, 2007, Parke Capital Trust III, a Delaware statutory business trust and a wholly-owned subsidiary of the Company, issued $3.0
million of variable rate capital trust pass-through securities to investors. The variable interest rate re-prices quarterly at the three-month LIBOR
plus 1.50% and was 4.32% at September 30, 2008. Parke Capital Trust III purchased $3.1 million of variable rate junior subordinated deferrable
interest debentures from the Company. The debentures are the sole asset of the Trust. The terms of the junior subordinated debentures are the
same as the terms of the capital securities. The Company has also fully and unconditionally guaranteed the obligations of the Trust under the
capital securities. The capital securities are redeemable by the Company on or after June 15, 2012, at par or earlier if the deduction of related
interest for federal income taxes is prohibited, classification as Tier 1 Capital is no longer allowed, or certain other contingencies arise. The
capital securities must be redeemed upon final maturity of the subordinated debentures on September 15, 2037. Proceeds of approximately $3.0
million were retained at the Company for future use.

NOTE 7. INCOME TAXES
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The Company adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, (“FIN 48”), on January 1,
2007. The Company files United States (US) federal income tax returns and state tax returns in New Jersey. Based upon the statute of
limitations, the Company is no longer subject to US federal and state examinations by tax authorities for years before 2003. Based on the review
of the tax returns filed for the years 2003 through 2007, management determined that all tax positions taken had a probability of greater than 50
percent of being sustained and that 100 percent of the benefits accrued were expected to be realized. Management has a high confidence level in
the technical merits of the positions and believes that the deductions taken and benefits accrued are based on widely understood administrative
practices and procedures and are based on clear and unambiguous tax law. As a result of this evaluation, no liability for unrecognized tax
benefits has been recorded.

- 11 -
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PARKE BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

NOTE 8. COMPREHENSIVE INCOME

The Company’s comprehensive income is presented in the following table.

For the three months ended September 30,
2008 2007

(Amounts in thousands)
Net income $ 1,073 $ 1,628
Unrealized losses on securities (net of tax of $248 and $34) (620 ) 86
Minimum pension liability (net of tax) 8 5

$ 461 $ 1,719

For the nine months ended September 30,
2008 2007

(Amounts in thousands)

Net income $ 3,374 $ 4,387
Unrealized losses on securities (net of tax of $691 and $35) (1,727 ) (87 )
Minimum pension liability (net of tax) 23 14

$ 1,670 $ 4,314

NOTE 9. FAIR VALUE MEASUREMENT

Effective January 1, 2008, the Company adopted SFAS 157 Fair Value Measurement, which provides a framework for measuring fair value
under generally accepted accounting principles. SFAS 157 applies to all financial instruments that are being measured and reported on a fair
value basis.

The Company also adopted SFAS 159, The Fair Value Option for Financial Assets and Financial Liabilities, on January 1, 2008. SFAS 159
allows an entity the irrevocable option to elect fair value for the initial and subsequent measurement of certain financial assets on a
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contract-by-contract basis. SFAS 159 requires that the difference between the carrying value before election of the fair value option and the fair
value of these instruments be recorded as an adjustment to beginning retained earnings in the period of adoption. The Company has not elected
the fair value option for any existing financial assets or liabilities and consequently did not have any adoption-related adjustments.

Fair Value Measurement

SFAS 157 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal
or most advantageous market for such asset or liability in an orderly transaction between market participants on the measurement date. In
determining fair value, the Company uses various methods including market, income and cost approaches. Based on these approaches, the
Company often utilizes certain assumptions that market participants would use in pricing the asset or liability, including assumptions about risk
and or the risks inherent in the inputs applied in the valuation technique. These inputs can be classified as readily observable, market
corroborated, or generally unobservable. The Company utilizes techniques that maximize the use of observable inputs whenever available and
minimize the use of unobservable inputs. The Company is required to provide the following information according to the fair value hierarchy
based upon observable inputs used in valuation techniques. The fair value hierarchy ranks the quality and reliability of the information used to
determine fair values. Financial assets carried at fair value will be classified and disclosed as follows:

- 12 -
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Level 1 Inputs:

1)   Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or liabilities.

2)   Generally, this includes debt and equity securities and derivative contracts that are traded in an active exchange market (i.e. New York Stock
Exchange), as well as certain U.S. Treasury and U.S. Government and agency mortgage-backed securities that are highly liquid and are actively
traded in over-the-counter markets.

Level 2 Inputs:

        1)   Quoted prices for similar assets or liabilities in active markets.

        2)   Quoted prices for identical or similar assets or liabilities in markets that are not active.

3)   Inputs other than quoted prices that are observable, either directly or indirectly, for the term of the asset or liability (e.g., interest rates, yield
curves, credit risks, prepayment speeds or volatilities) or “market corroborated inputs.”

4)   Generally, this includes U.S. Government and agency mortgage-backed securities and preferred stocks, corporate debt securities, derivative
contracts and loans held for sale.

Level 3 Inputs:

1)   Prices or valuation techniques that require inputs that are both unobservable (i.e. supported by little or no market activity) and that are
significant to the fair value of the assets or liabilities.

2)   These assets and liabilities include financial instruments whose value is determined using pricing models, discounted cash flow
methodologies, or similar techniques, as well as instruments for which the determination of fair value requires significant management judgment
or estimation.

        3)   Generally, this includes trust preferred securities.

The following is a description of the valuation methodologies used for instruments measured at fair value:
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Securities Portfolio

The fair value of securities is the market value based on quoted market prices, when available, or market prices provided by recognized broker
dealers (Level 1). When listed prices or quotes are not available, fair value is based upon quoted market prices for similar or identical assets or
other observable inputs (Level 2) or significant management judgment or estimation based upon unobservable inputs due to limited or no market
activity of the instrument (Level 3).

- 13 -
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Fair Value on a Recurring Basis

The table below presents the balances of assets and liabilities measured at fair value on a recurring basis.

Financial Assets Level 1 Level 2 Level 3 Total
(Amounts in thousands)

Securities available for sale $ — $ 30,567 $ 3,776 $ 34,343

The changes in Level 3 assets measured at fair value on a recurring basis are summarized as follows:

Securities Available for Sale
(Amounts in thousands)

Beginning balance at January 1, 2008 $ 5,735
Total net gains (losses) included in:
Net income (947 )
Other comprehensive loss (2,016 )
Purchases, sales, issuances and settlements, net —
Net transfers in or (out) of Level 3 1,004
Ending balance September 30, 2008 $ 3,776

Net unrealized gains (losses) included in net
income for the quarter relating to assets held
at September 30, 2008 (947 )
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Fair Value on a Non-recurring Basis

Certain assets and liabilities are not measured at fair value on an ongoing basis but are subject to fair value adjustments in certain circumstances
(for example, when there is evidence of impairment).

Financial Assets Level 1 Level 2 Level 3 Total
(Amounts in thousands)

Impaired Loans $ — $ — $ 685 $ 685
Repossessed Assets * $ — $ — $ 1,021 $ 1,021

*Marketable Securities

Impaired loans, which are measured for impairment using the fair value of the collateral for collateral-dependent loans had a carrying amount of
$685,000 with a valuation allowance of $30,000, resulting in no additional provisions for the period.

Repossessed assets, which are carried at fair value, were written down to $1,021,000 resulting in a valuation allowance of $337,500 and a charge
to current period earnings of $163,000.

- 14 -
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Forward-Looking Statements

The Company may from time to time make written or oral “forward-looking statements” including statements contained in this Report and in other
communications by the Company which are made in good faith pursuant to the “safe harbor” provisions of the Private Securities Litigation Reform
Act of 1995. These forward-looking statements, such as statements of the Company’s plans, objectives, expectations, estimates and intentions,
involve risks and uncertainties and are subject to change based on various important factors (some of which are beyond the Company’s control).
The following factors, among others, could cause the Company’s financial performance to differ materially from the plans, objectives,
expectations, estimates and intentions expressed in such forward-looking statements: the strength of the United States economy in general and
the strength of the local economies in which the Company conducts operations; the effects of, and changes in, trade, monetary and fiscal policies
and laws, including interest rate policies of the Board of Governors of the Federal Reserve System, inflation, interest rate, market and monetary
fluctuations; the timely development of and acceptance of new products and services of the Company and the perceived overall value of these
products and services by users, including the features, pricing and quality compared to competitors’ products and services; the impact of changes
in financial services laws and regulations (including laws concerning taxes, banking, securities and insurance); technological changes;
acquisitions; changes in consumer spending and saving habits; and the success of the Company at managing the risks involved in the foregoing.

The Company cautions that the foregoing list of important factors is not exclusive. The Company also cautions readers not to place undue
reliance on these forward-looking statements, which reflect management’s analysis only as of the date on which they are given. The Company is
not obligated to publicly revise or update these forward-looking statements to reflect events or circumstances that arise after any such date.
Readers should carefully review the risk factors described in other documents the Company files from time to time with the SEC, including
quarterly reports on Form 10-Q, Annual Reports on Form 10-K and any current reports on Form 8-K.

General

The Company’s results of operations are dependent primarily on net interest income, which is the difference between the interest income earned
on its interest-earning assets, such as loans and securities, and the interest expense paid on its interest-bearing liabilities, such as deposits and
borrowings. The Company also generates non-interest income such as service charges, earnings from bank owned life insurance (BOLI), loan
exit fees and other fees. The Company’s non-interest expenses primarily consist of employee compensation and benefits, occupancy expenses,
marketing expenses, data processing costs and other operating expenses. The Company is also subject to losses in its loan portfolio if borrowers
fail to meet their obligations. The Company’s results of operations are also significantly affected by general economic and competitive
conditions, particularly changes in market interest rates, government policies and actions of regulatory agencies.

- 15 -
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Three Months Ended September 30, 2008 Compared to Three Months Ended September 30, 2007

(unaudited)

The following discussion compares the results of operations for the three month period ended September 30, 2008 to the results of operations for
the three month period ended September 30, 2007. This discussion should be read in conjunction with the accompanying financial statements
and related notes as well as the financial information included in the 2007 Annual Report on Form 10-K.

Results of Operations

Net Income. For the quarter ended September 30, 2008, net income totaled $1.1 million, compared to $1.6 million for the quarter ended
September 30, 2007. Diluted earnings per share for the three months ended September 30, 2008 totaled $0.27, compared to $0.39 per share for
the same period of 2007. All prior period earnings per share information have been adjusted for the 15% stock dividend paid in the second
quarter of 2008. The reduction in net income for the three months ended September 30, 2008 was attributable to $459,000 in
other-than-temporary impairment charges on Fannie Mae and Freddie Mac preferred stocks, a write-down of $163,000 on a repossessed asset,
and an increase in the provision for loan losses of $409,000, which were partially offset by an increase in net interest income of $179,000.

Net Interest Income. Our primary source of earnings is net interest income, which is the difference between income earned on interest-earning
assets, such as loans and investment securities, and interest expense incurred on interest-bearing sources of funds, such as deposits and
borrowings. The level of net interest income is determined primarily by the average balances (“volume”) and the rate spreads between the
interest-earning assets and our funding sources.

Net interest income for the three months ended September 30, 2008 totaled $4.6 million, an increase of 4.1% over $4.4 million for the three
months ended September 30, 2007. The increase is attributable primarily to growth in the commercial real estate loan portfolio, which was
partially offset by a decline in the net interest margin. Interest income of $9.3 million increased $292,000, or 3.3%, from the comparable quarter
of 2007 due to an increase in average interest-earning assets of $124.4 million, or 30.3%, that was partially offset by a decline in the yield on
average interest-earning assets. The average yield on earning assets fell 178 basis points to 6.89% for the third quarter of 2008 from 8.67% for
the third quarter of 2007.

For the quarter ended September 30, 2008, interest expense of $4.7 million increased by $113,000, or 2.5%, from $4.6 million for the quarter
ended September 30, 2007. In order to fund the Company’s asset growth, average interest-bearing liabilities grew $118.5 million, or 33%, in the
third quarter of 2008 to $481.9 million from $363.4 million for the comparable 2007 period. The average rate paid on interest-bearing liabilities
dropped 112 basis points to 3.85% for the three months ended September 30, 2008 from 4.97% for the same period of 2007.
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The net interest margin of 3.42% for the third quarter of 2008 declined from 4.27% for the quarter ended September 30, 2007 due mainly to the
previously noted 178 basis point decline in the yield on interest-earning assets, which was mainly related to prime-based commercial loans. This
was partially offset by the 112 basis point decline in the average rate paid on interest-bearing liabilities. The Federal Reserve has reduced the fed
funds rate by 325 basis points during the past twelve months which has generally reduced the yields on the Company’s prime-based commercial
loans by a corresponding amount. The prime-based commercial loans represent slightly more than one-half of the commercial loan portfolio.
However the interest rates paid for deposits, both retail and brokered
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certificates of deposit, have declined at a much slower pace due to competitive pricing by other financial institutions, resulting in a lower net
interest margin.

Provision for Loan Losses. The provision for loan losses amounted to $595,000 for the third quarter of 2008 as compared to $186,000 for the
same quarter in 2007. The increase in the provision for the 2008 period was primarily due to the 31.5% increase in loan balances during the
twelve months ended September 30, 2008 and reflective of the current economic cycle.

Non-interest Income. Non-interest income for the quarter ended September 30, 2008 aggregated to a loss of $191,000 compared to $177,000 in
income from the comparable quarter of 2007. The $368,000 decrease was mainly attributable to $459,000 in other-than-temporary impairment
charges on Fannie Mae and Freddie Mac preferred stocks in the third quarter of 2008.

Non-interest Expense. For the three months ended September 30, 2008, non-interest expenses increased $135,000, or 7.9%, to $1.9 million,
compared to $1.7 million for the same period of 2007. The higher expense level was associated with a write-down of $163,000 on a repossessed
asset. Offsetting this increase were modest declines in compensation and data processing expenses.

Income Taxes. The Company recorded income tax expense of $877,000, on income before taxes of $1.9 million for the three months ended
September 30, 2008, resulting in an effective tax rate of 45.0%, compared to income tax expense of $1.1 million on income before taxes of $2.7
million for the same period of 2007, resulting in an effective tax rate of 39.3%. The 2008 effective tax rate was affected by a $75,000 under
accrual from a prior tax period.
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Interest Yield Table
For the three months ended
September 30, 2008 September 30, 2007
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
(Amounts in thousands, except percentages)

Assets
Loans ¹
Consumer $ 20,965 $ 324 6.15 % $ 11,627 $ 227 7.75 %
Commercial 434,750 7,746 7.09 336,736 7,802 9.19
Mortgage 35,354 588 6.62 24,951 430 6.84
Total loans 491,069 8,658 7.01 373,314 8,459 8.99

Investment securities 40,295 575 5.68 32,828 452 5.45

Federal funds sold and money markets 3,031 22 2.89 3,861 52 5.34
Total interest—earning assets 534,395 $ 9,255 6.89 410,003

Edgar Filing: PARKE BANCORP, INC. - Form 10-Q

37


